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To- Tom King@PROGRESSIVE 

cc Brian Passell@PROGRESSIVE 

Subject Re: Economics of for Concierge Service £3 

You have asked for comment on any particular legal or contractual Issues that need to be addressed 
X o^oftK physical darnageclaims model. There are several legal/contractual .ssues that may 
SI [have arisen in the pW with our current model, but none that are .nsurmountable, 

REAL ESTATE 

... nntentiai nrooertv owner of the types of property described, there are certain legal issues that 
^JS^^S^rLiL cSncems with Claims property decisions in the past. Beyond the 
SonSreal estate E regarding Obtaining dear tlUe and avoiding any zoning hurdles, environmental 
tSSS^XSSSJS. InvironmBntal assessments of potential existing latent .ssues .as ; well 
Sra I prior property owner indemnification ( with financial backing) can be very important for 
^SSSSiSSSmS^ stored and/or repaired in the pasL There is P^^'i^f"^^ 1 
Ey to aTowners in the chain of title for environmental clean ups which cannot 
corS language alone ( i.e. . your contractual protection is only as good as the other party* assets). 
OnTgoing (forward basis, we will also need to make sure that our employees comply with ail 
environmental disposal laws for any waste products collected on our sites. 

REPAIR SHOP ISSUES 

Because we are Inserting ourselves between the consumer and the shops, there are additional is^es 
In^inn^e reDair orocess Obviously consent for the repair needs to be obtained (which is currently 
SmZT ^SmSSiuSSSntBBm for any loJ or damage to personal effects not taken by 
S TauSoSnenSth them. When and how after market part disclosures will be made needs £ .be 
addr^s^Polential direct repair program/steering statutes need to be researched m applicable states 
as this program is rolled out. 
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we also probably need to mate sure that the shops are complying with thair obligations re ga rding 
»r,«,r/^rt raemd keeoina and invoicing and consumer estimates if any are given. To that end we need 
ESSm**** sign a wnZ cortractthat is yet to be drafted, outlining the obligations of being a 
S^Evet- 71 b* named system. We will need access to their records to assure ourselves they 
fne Mi Kg Sirtnd rf thTbarfain. We also should insist on indemnification and hold harmless 
SeemeSSthe consequences of any faulty repairs backed *™™™!™*™™ nt » r,mrts ' 
evSenced by certificates of insurance showing us as an additional named insured. 

we are warranting the repairs of the shops which raises additional issues that should be looked into to 
ens^rethat we hate at least effectively limited our Dablflty to a known acceptable level. 

MISCELLANEOUS 

There are additional issues regarding our role as a concessionaire for Enterprise rente! cars that need to 
Sooted into. Finally, once we make an ultimate decision on a preferred name for «h« Program to 
Snnote the new level of service ( the last I heard "Concierge" was out), we should do trademark/servce 
mark clearance checks and registrations. 

I hope this Is what you had in mind. Please call me if you would like further clarification. 
CEJ 

Tom King 



Tom King 



u i|| ||| m ni-sr pm 

To- A! Neis@PROGRESSrVE, James Kusmer@ProgressivB, Chuck Jarr ^ff "SL^f/J^ 

Chureh@PROGRESSlVE 
Subject Economics of for Concierge Service 

I write to ask for your counsel to help me thinkthrough the economics of our new Physical damage 
Sri model. If this memo duplicates work you've already been asked to do, I'm sorry. 

««« n«iien is laadina a team to develop a template for how claims offices may be configured in the 
system basically works like this: 

* a customer brinos a damaged vehicle to a Progressive facility , 
. 1 employee hands over keys to a rental car. and the «iStomer leaves after ten mrnutes 
I an adjuster Inspeds tt.e vehicle, writes an estimate and finds a bedy ^p to work on the car 
I Se body shop takes the car, repairs it, and returns the car to the P^gressi^ faahty 
I the customer Returns the rental car and takes back his own car from our own facility 

My contribution to this effort is to help us thinkthrough the economics of this endeavor. Without any 
facts, here are my assumptions: 

1 .) we will build a facility in each of our 40 largest urban markets 
r>\ oar-h faa'litv will havB an acre of land for parking and storage 

3) eaS SdS 3 hive a 20,000 square foot building; half will be a Jiffy-Lube type series of beys 
where SrsSI & in and the balVnce will be 10,000 square feel of claims office space for adusters, 
Inside reps and other. Aboul 65 people would work at each facility 
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4.) the facnity would be near • rental car operation, and within reasonable prorfmity to where people We 
and work. 

These assumptions will be revised when 1 leam more. 



Here is an early spreadsheet: Cba.wk4 
Here is what I ask: 

A, Ne*- Piease hei P me think through the assumptions abouttha voiume of physical damage claims we 
would have countrywide. 

Jim Kusmer - What are the tax implications for making this investment? 

Chuck Jarrett- Any lega. or contract concerns that come to mind that we need to address early on7 

Sara Stehlik- What kinds of risk management exposures do we have? 

Kim Price - How do I construct my model so that it ties to your simulation work? 

Tim Cercelle - What compliance issues do we have with licensing or other trade practices? 
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